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President Miguel Angel Rodriguez faced his gravest crisis since taking office nearly two years ago
as strikes and massive protests erupted against the breakup of the state-owned telephone and
electricity monopolies. Opponents say the law is the first step in privatizing the utilities. Efforts to
end the monopolies and bring private capital into the two sectors have been underway since the
presidency of Rafael Calderon (1990-1994).
Faced with popular resistance to privatization, Rodriguez's predecessor, President Jose Maria
Figueres (1994-1998), backed away from restructuring the Instituto Costarricense de Electricidad
(ICE) in 1995 (see Chronicle, 1995-12-07). In May 1997, ICE workers dealt a blow to the process
with a strike against implementation of a plan that was essentially the one now being debated (see
NotiCen, 1997-06-05). The current round of protests began as the Legislative Assembly debated and
then passed on March 20 a package of bills collectively known as the Ley de Transformacion del ICE
and popularly called the combo energetico.
The bill passed by a 45-10 vote. Three deputies from Figueres' Partido de Liberacion Nacional (PLN),
along with seven deputies from smaller parties, voted against the bill. To become law, the package
must be approved in a second vote, which will probably take place in late April. The vote could be
held up pending the outcome of a suit filed with the Corte Constitucional by opponents of the bill.
During protests on March 16, one person was killed in Ochomogo, five were wounded, and several
injured, including 30 police officers, as anti-riot police clashed with demonstrators. At least 50
student protestors were arrested. In Perez Zeledon, five demonstrators were wounded by police
gunfire, 30 police officers were hit with stones, and 50 students were arrested. Police reported that 40
protests had taken place March 21 all around the country.
On March 23, 10,000 marchers descended on the presidential residence demanding the bill be
withdrawn from debate. In a clash with university students in a San Jose suburb, police beat
demonstrators and arrested 52 students. Among the students arrested was Alejandra Merino,
daughter of Assembly Deputy Jose Merino, and among those hurt was Rodrigo Antonio Clare
Facio, nephew of First Lady Lorena Clare. The Comision de Derechos Humanos de Centroamerica
(CODEHUCA) said the police were in clear violation of human rights.
The day after the vote, strikes broke out among ICE workers, dockworkers in the Caribbean port
of Limon, and in the state-owned oil refinery Refinadora Costarricense de Petroleo (RECOPE). The
uproar forced Rodriguez to cancel a trip to New Orleans where he was to give a major speech at a
seminar organized by the Inter-American Development Bank (IDB).
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Private sector to compete with state utilities
Rather than outright privatization, the law would authorize the government to give private investors
concessions to produce and sell communications and electrical services in competition with the
state-owned monopolies ICE and Radiografica Costarricense (RACSA).
The concessions would begin within five years of the law's passage, except for private Internet
services, which could begin within one year.
ICE, to be called Instituto Costarricense de Electricidad y Telecomunicaciones, would be
restructured into a semi-autonomous corporation with a board of directors appointed by the
government. The new ICE would be divided into four companies: an electric company (Compania
Nacional de Fuerza y Luz, CNFL); an electric-power generation and distribution company (ICELEC);
a data-transmission service company (RACSA); and a telephone company (ICETEL). ICE would
be immune from privatization and would control 51% of the private-sector concessions given by
ICELEC and ICETEL.
Besides allowing competition, the law would permit ICE to act more like a private company by
removing restrictions on borrowing and investing, and by eliminating ICE's traditional obligation to
supply cash to augment government revenues.
ICETEL and ICELEC would be allowed to issue flexible labor contracts, freeing them from
restrictions on hiring and firing. However, the law would protect workers from loss of pay and
benefits they had under the old ICE and would permit them to carry those benefits with them if they
transferred to one of the entities within the new ICE.
A new planning agency (Centro Nacional de Planificacion y Operacion de Electricidad, CENPO)
would oversee the telecommunications and energy concessions and the marketing of electricity.
Another agency, Autoridad Reguladora de las Telecomunicaciones (ARETEL), would regulate
telecommunications, setting rates and distributing cellular telephone bands.

Opponents say law will lead to privatization
The chief objection to the bill is the allegation that it would eventually result in complete
privatization of the utilities. Opponents argue that because ICE is a public company, it can subsidize
rates and make service available where a private company might refuse to operate for lack of
profitability.
An Assembly committee that analyzed the probable effects of the legislation reported that local
telephone and electricity rates would go up for residential customers as subsidies are removed.
Rates for commercial and industrial users kept high to subsidize the lower residential rates would
come down. Long-distance telephone rates would also decline. However, defenders of the bill point
out that the law sets up a fund to continue some subsidies to residential users and service in rural
areas.
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In a televised debate with Deputy Merino of the Partido Fuerza Democratica (PFD), an opponent of
the bill, Assembly president Carlos Vargas of the governing Partido Unidad Social Cristiana (PUSC)
blamed the disturbances on unions belonging to the leftist PFD. He said it was part of "a strategy to
destabilize the country." Merino responded with the accusation that lawmakers who voted for the
bill sold their votes. He called for an investigation of their bank accounts.
Vargas countered with the accusation that Merino and other PFD members were on various union
payrolls. Though the PLN supported the bill, by March 24, Daniel Gallardo, leader of the PLN
Assembly delegation, said the party would withhold support in the second vote until the bill had
been thoroughly explained to the demonstrators. He suggested the Assembly also pass a law
complementing the combo energetico to correct certain aspects of the package.
Eliseo Vargas, leader of the PUSC delegation, agreed that a national discussion of the law was a
good idea and thought that could be done before the legislative session ends in April by publishing
a pamphlet about it in the newspapers.

Bill is last straw for disaffected
Lawmakers had clearly tried to forestall opposition by addressing in the bill the issues of
privatization, rates, rural service, and labor rights, and by limiting the degree of private-capital
participation. Believing that all issues had been addressed, the administration has been slow to
accept the protests as sincere.
Rodriguez said the protests were the work of professional agitators. The protesters are "the same
people who have gone on many marches," he said. He insisted that the bill would be passed as is
and accused protestors of lying about the bill's content. Others suggested the protests came from a
failure of communication. Marco Vinicio Ruiz, head of the Camara de Industrias de Costa Rica, told
a press conference that his organization had asked its 800 member businesses to take time during
the workday to explain the bill to their workers. But the ferocity of the protests suggested that other
issues besides ICE were involved.
Analysts consulted by the San Jose daily La Nacion argued that the protests also reflected
generalized disaffection and said that, if the political class did not address the issues, the result
could be political instability. They agreed that the protests came from a lack of confidence in public
officials stemming from past corruption scandals and a conviction that government policies favor
the rich and impoverish the majority.
Some protests had nothing to do with the bill. Farmers protested agricultural policy that removed
tariff protection. Dockworkers struck for back pay. Public employees struck because of salary
increases they had not received. Political analyst Rodolfo Cerdas said the discontent resulted also
from a rejection of the government's economic- development model and the accompanying fear
within the middle class of falling into poverty.
Discontent also was traced to the administration's lack of honesty about the bill. Cedras cited
as an example Rodriguez's assurances that the bill would not affect the environment despite
its clear authorization for private companies to exploit forest reserves and protected zones.
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Environmentalists joined the protests because the bill allows private power companies to locate
plants in national parks with approval from the Environment Ministry and ICE. ICELEC could build
generating plants in national parks using geothermal energy, though it would have to set aside 2%
of its profits to guarantee the financial stability of the parks.
Plants using fossil fuels would have to pay 1% of their profits to the Fondo Nacional del
Financiamiento Forestal (FONAFIFO) and to local jurisdictions for reforestation projects. At the
end of a week of protests, Rodriguez accepted a proposal by teachers organizations to set up a blueribbon commission to mediate differences with unions and other protesting groups.
But as long as the administration maintains that the bill will go forward and that protestors have
been misled by lies, there seems little likelihood that the protestors will have any negotiating
leverage. Jorge Arguedas, coordinator of the ICE union Frente Interno de Trabajadores del Instituto
Costarricense de Electricidad, said the commission was a maneuver to break up the protest
movement. "To dialogue while the project is in the Legislative Assembly is to talk with a dagger
in your back," said Arguedas. [Sources: The Tico Times (Costa Rica), 03/24/00; Notimex, 03/21/00,
03/22/00, 03/24/00; La Nacion (Costa Rica), 03/23/0, 03/24/00, 03/26/00, 03/27/00]
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